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Washington, D. C. 20423

Gentlemen:

’

Enclosed please find an original and two executed copies, which have

" been acknowledged, of a Searity Agreement between John H, Graham, .
as debtor, and First Eastern Bank, .N.A., as creditor, together with
our check for $50. 00 to cover your-recordation fee.
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cc: Thomas J. Zukosky
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Very truly yours,
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Allan M. Kluger
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OFFICE OF THE SECRETARY

Allan M. Kluger:
Hourigan JKluger & Spohrer sAssoc. :

Suite 700 s
United Pemm Bank Building
Wilkes-Barre,Penna 18701

Dear gip:;

The enclosed doéﬁment(s) was recorded pursuant to the provi-
sions of Section 11303 of the Interstate Commerce Act, 49 U.é.c.
11303, on 5/27/80  at 11;153m , and assigned re-
recordation number (s). 11847 |

Sincerely yours,

(Gt K. P02 st

Agdtha T.. Mergeﬁov1ch
Secretarv

Enclosure (s)

SE-30
(7/79)
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INTERSTATE COMMERCE CoMmISSION

" SECURITY AGREEMENT

SECURITY AGREEMENT dated the 15th day of May

1980, (hereinagter called "This Agreement"), between the party
N :

executing this Agreement as Debton (hereinafiern called the

"Debton"), and FIRST EASTERN BANK, N.A. (hereinafter called the

"Secured Party").

" The Debtorn has nequésied that the Securnity Party make a Loan
to the Debtor (hereinafter called Zthe "Loanf), evidenced by a
promissony note issued on to be Lssued by the Debtorn (heredinagten
called the "Note"), payable to the onden of the Secunity Panty.
The proceeds of the Loan will be used by the Debtorn to pay a
pontion-oﬂ the purchase price of the units of railroad equipment
descnibed 4in Schedule YAﬁ attached heneto, which will be Leased
initially to LAMOILLE VALLEY RAILROAD, and may be feased to
cenéain other short-Line rnailroads, between the Lessee and REX
RATLWAY, INC. (heredinagten called Zhe "Agent"), as agent Kbn the
Debtor unden a Management Agneemeni {hereinagten called Zhe

"Management Agreement”), in Zhe form attached as Exhibit "C".

X



In ondern to induce the Secunred Paﬁiy to make the Loan, the
Debton has agreed to secure to the extent heheinaﬁten set fonth,
(a) the payment in §ull of principal of and Lintenrest on the Note
when and as the same shall become due and payable whether at the
stated date fon the payment thereod, by acdezenation, by notice
o4 pnapaymentvoa otherwise, and (b) the due and punctuat payment
04 allf other monetany obligations of ihe Debton to the Secured
Parnty punéuant to the Note and this Agrneement (such principal,
intenest and obligations being hereinagten called Zhe "OBLIGA-
T10NS") . | -

- Accomdingﬂy, the Debtqn and the Secured Parnty hereby aghee as
goLLows s '
" ARTICLE ONE

GRANT OF SECURITY.

Section 1.01. Grant of Security. The Debtor does hereby

thans fen, aas&gn,vgnani, bargain, Aezz,'convéy; hypothecqte and
pLedge to the Secured Parnty, 4its successons and assigns, a securdity
Antenest in all right, title and internest of the Debiforn which
pngéenx£y~exiété on which may hereaftern anise, 4in, to and undern
the following (all of the propenties 4in which the Secured Party
A5 heneby granted a secunity intenest being herneinagter called
collectively the "COLLATERAL"):

{a) The units of nailroad equipment described in Schedule
‘"A"_atzached heneto, togethen with (L) any and all accessonies,

equipment, parts and improvements now on at any time hereinaften



attached on appertaining to such units, except such thereof as
nemain the propernty of Lhe Lessee unden the Lease, and (4i4)

any and all substitutions, renewals and replacements 56&, and
any additions, accessions and accumulations to, any and all of
such units (such units of rnailroad equipment, Zogethen with such
accessorndies, equipment, pants, improvements, substitutions, re-
pzaéementb, additions, accessions and accumulations being hene-
Lnaﬁxen'éaEZed collectively Zhe "UNITS" and severally a "UNIT");

(b) The Lease of Equipment descrnibed in Schedule "B" atitached
heneto and any other Lease pursuant to which any Unit shalld azt any
iime be Leased, tggetheﬂ with angband all schedules and exhibité
thereto (all such Leases, together with such schedules and exhibits,
being he@einaﬁtea called collectively Zhe "LEASE"; and all Zeééeeé
thereunden, inaﬂudiﬁg without Limitation the Lessee set forth in
Schedule "B" attached henetg, being hereinafter called coﬂﬁactiueég
the "LESSEE"), including without Limitation the night to neceive
and collect all rental, daédalty value payments, Ainsurance proceeds,
condemnation awards and oithen paghenté now on hereaften payable o
the Debtor punrsuant Zo the Lease; and |

(c) The the extent not included 4in the next pneceding-cﬂauAe,

all nental, Lssues, Lncome and profit from the Units.

Section 1.02. Limitations o4 Secunity Interest. The secunity

intenest granted by the Debtorn in and to Zhe Collateral is subject

to, (a) Zhe Lessee's nights bﬁ possession, use and enjoyment seit



out in the Lease, and (b) the Agent's right to compensation set

out in Paragraph 6 o4 the Managemenit Agreement.

intenest granted by the Debton Ln'and‘to the Collateral shall -
nemain Ain effect at all times until Zhe Débton shall pay onr

cause to be paid all Obligations and shall obsernve and pergonrm
all the teams, conditions and agreements contained in this |

Agreement and the Note.

ARTICLE TWO

REPRESENTATIONS, WARRANTIES'AND'COVENENTS

Section 2.01. Representations and Warranties. The Debton

nepresents and warnranits to the Secured Panty that, (a) the
Debton is the necord and benegicial owner of all night, title and
intenest in the Collateral gree and clearn of all Liens, charges
and encumbrances, except for The rnights 05 the Lessee unden the
Lease and o4 the Agent under the Management Agreement, (b) the
Debton has full night and power to ghant a secundiy interesi in
the Cokﬂaienaﬂ to the Secured Parnty free of any contractual pro-
vision binding on the Debtor on his assets, and (c) without
Limiting the foregoding, there L8 no Ainancéng,éiatement on othen
§iLed on neéonded instrument in which the Debtor 4s named and
which the Debton has signed on penmitted to be filed on neconded
covending any of the Collateral (except the financing statements

orn othern Ansthuments giled orn to be filed 4in nespect of the



AQCunLty intenest provided henedn.)

Section ‘2.02. Covenants. The Debtor unconditionally covenants

and agrees with the Secunred Party as follows:

(a] The Debtor will prompily cause this Security Agreement
and each supplement on amendment hereto to be duly §ifed dnd
neconded with the Intenstate Commence Commission Ain accoraance
with Sectién 20c of the Tntenstate Commerce Act. The Debtor will
do, execute, acknowfedge, defiven, fife, registen and necond atff
and every funthern acts, deeds, conveyances, thransferns and assurances
necedsary on proper for the bettern assuning, conveying, assigning
and confirming unto the Secunred Party all o4 ihe Collatenal on
property. intended 50 to be, whether now owned on hereaftern acquired;

(b) The Debton Ahaiﬂ,not encumben_on'ghant a securnity
intenest in on §ile a 6inanéing statement covernding the Collateral,
on permit any of the foregoing, without the prior written consent
o4 the Secuned Panty, except as requinred heneunden}

(c) The Debtor w@ﬂﬂ, at.no expense to the Secunred Panty, do,
execute, acknowledge and deliver all and every further acts, deeds,
conveyanégé, thansfens and assunrances necessary on pnopenlﬁon the
pergection of the Aecuﬁi(y intenest Lh the Cqﬂﬂatenaﬂ hernedin pro-
vided fon; without Limiting Zhe gforegoing, the Debtorn covenants
and agrees thazt it will, pursuant to Paragraph 7(a) of the Manage-
ment Agreement, dinect the Agent to make all paymenits of nental
and othen sums payable Zo the Debtor under the Lease and Zhe
Management Agreement directly to the Secured Parnty or as Zhe

Secured Parnty may otherwise direct;



(d) The Debiqn wLKK.nqt sell, montgage, transfen o assign
{other than to the Secured Parnty hereunden) iZs inigneét in the
Units on in any pari thereof or in any amount to be recedlved
by 4t from the use ox disposition of the Units;

[e) Subject to the nights of the Lessee unden the Leabe,
the Debtorn will éauée the units and each dnd'evehy part thenreof
to be maéntaihed, preserved and kept in sage and good hepair,
working ornder and condition, and will from time to time make on
cause to be made all necessanry and-pnbpen nepains, renewals dnd
ﬁepﬂacementé 40 that the value and efficiency of such properiy
shall not be Aimpadired;

(§) The Debton>wL££.nqt, and will not pewmit on cause the
Agent to, declanre on exencdise any of the remedies of the Kegéon
under, or accept a-éuanenden of, oL ofger orn agree to any assign-
ment, tenmination,.modiﬁicaiion on sunnenden of, the Lease (except
as otherwdise expneééﬁy provided in the Management Agnreement),
orn by affirmative act consent fo Zthe cneatibn on exdstence of any
secun ity LnteneAt on other Lien or on the Lease on:any part
therneod;

(g) The Debtorn wilf not, and will not peamit on cause Zthe
Agent to, néceiué on collect any rental payment undenr the Lease
in ne;pecz‘oﬁ any of the Units prion to the date forn payment
theaeqﬁ pnouided gon by the Lease on'aéé¢gn,.tnanéﬁen orn hypo-
thecate (other than to the Secured Party heneunder and to the
Agent under the Mahqgement Agrneement) any nrent payment then due
on to accrue Ain the future under the Lease 4in ne&peci 0f any o4

the Units;



(h) The bebto& wWALL- from time Zo time duly pay and discharge

- on cause %o bé paid and dischanged atl iaxeb,,aééeébmentbjand
_govennmentaé charges Zawﬂutky imposed upon ok againéi the

Cdﬂkatendt orn any parit therneog, and will not suffern to exist

any mechanics', Laborens!, statutorny orn othern Lien on the Collatenal
on any part theneod; phqqided, howeven, thai nothing herein contained
shall be deemed to nequine the Debtor to pay dny tak, aééeéameni;
Vchaage on Lien, on any claim on demand. of meéhanLCA, Laborens on
othens, pnioﬁ to the due date thereof, orn to require the Debtor

to pay on discharge any tax, assessment, Lien, claim on chaxrge
(whethen on not due on delinquent) the validity on amount of which
is being contested in good faith by appropriate proceedings and
which has been adequately resenved @gain&t; provided, howeven,

that the Debton wiﬁz pay or discharge such tax, assessments, Lien,
claim on charge Lé seizune of the Collateral is Limminent;

(4) The Debton wLZE}give the Secunred Panty prompt wiititen
notice of any event on condition constituting an Event of Deﬁau[i
unden tﬁe Lease if the Debton has actual knowledge of such event
orn condition; -

(f) The Debtor will at its own expensé duly comply with and
perngorm all the covenants and deLgationA 0f the Debtor under the
Lease and will at its own expense seek to cause the Lessee to
comply with and observe all the tenms and conditions of the Lease
and, without Limiting the 5anegoiﬁg, at the nequest of Zhe Secured

Panty, the Debtor will at iZs own expense take such action with



nespect to the enforcement qﬁ.the Léaéé, and the duties and obliga-
tions of the Lessee theneunden, aA.the Secdned Party may from time
to time direct. Notwithstanding anything to the contrany in this
Secunity Agreement contained, 50 Long as Debton is not in default
hereunden, Debtor shall have the ﬁ&ght, without Secunred Panty's
prion consent, Zo aMend,'quiﬁg and terminate the Lease and to
Aetiﬂé,’qdjabt, compound and compn0mLAe any claims of the Debfonr
‘against the Lessee thereundenr; |

(R) The Debtoﬁ will permdit dnd will cause the Agent to peamit
Secured Party zo exaﬁine‘LtA books and necords with respect to the
Collateral duning regulan business hourns upon heasonable notice to
Ihe Debton;

(£) The Debtor shall not change, or permit to be changed, the
'Ldentiﬁying Lettens and.numbe¢é'06 Zhe Units from such Lidentifying
Lettens and numbers of the Units from AQch Ldentiﬁying Eéziené
and numbeis set fonth in Schedule "Af hereto, excepi-in.accondance
with a statement of new numbens to be substituted therefor which
previously shall hdge been delivened to the Secured Parnty and

which shall be f§iled and recorded by the Debton in Like manner as
| this Agheement; and |

(m) The Debton shall not Rease the Units, on peamit the
Units to be Leased, fo any hailhoad, or pursuant to ang Lease of
'eqaipment} oihen‘than the nailnoad and the Lease set fornth in

Schedufe "B" heneto, except in accordance with a statement of new



nailroad on Rease of equipment, as appropriete, which previously
shatl have been delivered Zo the Secured Party and which shall be
giled and necornded by the Debtorn in Like manner as this Agreement.

" ARTICLE THREE

APPLICATION'OF'PROCEEUS'OF'CERTATN‘PREPAVMENTS

Without negard to whethen an Event of Degault unden AnZicle
IV hereof has occurned and is continuing, the Debtor agneeé'that,
it witl pay oven to Secured Panty all moneys ("SETTLEMENT MONEYS™)
paid to it punsuant fo the Lease as settlement forn the Loss,
theft, destruction on damage beyond economical nepair of any
Unit on Units Leased thereunder., The Secured Parnty shall apply
each payment of settlement moneys on the next succeeding date on
which Ainternest is payable to the pnepaymént-oﬁ principal of Lthe
Note. Such prepayment of princdipal shall be applied Lin dnvense
ondern of princdipal Lnétallmentbvcoming due on the Note. From
and aften the date hereod the Debton shall promptly Zransmit £o
the Secuned Paniy any notice on Ainformation Lt necedves concenning.
2045, thegt, deétnuction.on damage beyond economical repair to
Units covered by the Lease nequining settlement payment under
the Lease. With respect to all units fon which the Secured Party
has rneceived setitlLement moneys paid to,thé Debtorn as nequined by
the Lease, the Secunred Party shall execute and delévenvto the
Debton, 4§ nequested, at Debtor's expense, a nelease of the Lien

0f Zthis Secunity Agreement with nespect to such Unit on Undits.



- ARTICLE FOUR

Section 4.01. Events of Default. The happening of any of
the gollowing event (henredinaftern called WEVENTS. OF DEFAULT"),
shall constitute a default hereundenr: '

(a) Deﬁauﬂt-éhatﬂ be madé in the payment of principal of,
on intenest on, the Note when and as the same shall become due
aﬁd}payable, whéthen at the stated date gon. the payment théﬁeoﬁ,
by acceleration orn by notice of prepayment oxr otheﬁw£$e;

(b) Any nrepresentation on warnranty made henredin or in any
cedtiﬁidate dezivened Ain connectdion herewiih shall prove 16 be false
orn misleading in any matenial nrespeci; A

(c) Degfault shatl be made in Zhe due observance o performance
04 any covenant or agreement 2o be observed ox performed by the
- Debton pursuant to the temms heneof and such default shall continue
unnemedied for 30 days; B

(d) Final judgment forn Zhe paymeni 04 money Ain eéxcess of an
aggﬁegata 0f 925,000 shall be nenderned against the Debtor and the
same shall remain undééchd&géd gon a period of 30 consecutive days
duning which execution shalf not be effectively Atayed;> _

(e)” The Debtor shatl (4) apbﬂy gorn orn consent Lo the appoint-
- ment of a necedver, trustee orn Liquidatorn of any of his property,
(£4) admit in writing his inability to pay his debts as they

mature, (L4iL) make a general assignment for the benefit of creditons,

- 10 -



(Lv) be adjudicazgd a banhnupt on inéqﬂqent, on,(y) file a,yoﬂuntany
petition in bankruptcy, on & petition on an answern seeking an
annangemehz with cneditqnz on %o iake advantage 0§ any bankruptey,
rneonrgandization, inaolyenﬁy, readjustment of debt, dissolution
oh Liquidation Law on statute, on an answer admitting the maternial
allegations of a petition filed against it Ain any proceeding under
any such Law on if action shall be taken Ey the Debton forn zthe
punper_oﬁ eggecting dng o4 the foregoing; ox

(§) An oiden, fudgment on decrnee shall be entered, without the
application, approval on consent of the Debtor by any aount_oﬁ
competent jurisdiction, appointing a necedven, trustee orn Liquidaton
04 the Debtor and such onder, fudgment or decnee shall continue
unstayed and in efgect for any period of 30 days; then, in such
case, Zhe Secured Party may, by notice in wrniting deliverned Zo ihe
Debtorn, declanre the unpaid-pnincipak’oﬁ the Note to be due and
payabté; and thereupon the same, togethern wiith accrued Linterest
thereon, shall become and be immédiazeﬂy due and payable.

Section 4.02., Remedies. 1In case of Lthe happening o4 any

vent of Default, the Secuned Parnty may, subfect to Zhe Lessee’s
nights of possession, use and enjogmeni set out in the Lease and
the'Agent’A‘night Zo compensation set out in Paraghraph 6 of the
Management Agreement, by its agents enten upon the premises of
the Lessee (on othen panty having acquired the possession or use

04 the Units) whenrne any o4 the Units may be and ftake possession



of allk bn any part qé the Units and withdraw the same grom said
premises, netaining.aﬂﬁ payments which up to that time may have
been made on account of rnental for the Units and otherwise, and
shall be entitled %o cozﬂeci, recedve and'netain all unpaid pen
diem, incentive pen diem, milfeage orn othen chaagea 04 any kind
earned by the Units, and may Lease or otherwise contract gor use
o4 any of the Unité;von'the Secured Paniy may, with on without
netaking possession, sell any of the Units, free from any and

. all claims of the Debior ait Law or 4in equity, 4n one Lot and as
an_entinetg orn Ain sepanate Lots, at public orn private sale fonr
cash on upon credit in the discretion of Zhe Secured Party, and
may proceed otherwise Lo enforce Lts nighis, dﬁz subfect to any
mandatory requirements of Law appzicabze Lhereto. Upon any such
Adﬁe, the Secured Panty may itself bid for the propernty offered
gonr Aake on any part thereof. Any such sale may be hekd orn con-
ducted at such place and atlbuch time as the Secunred Party may
specify, or as may be required by Law, and without gathering at
the place o4 AaZe'the Units to be sold, and in general in such
mannen as the Secured Panty may determine.

In case of the happening of an Event of Default, the Secured
Party dﬂéo may, subject to the Lessee's nights of possession, use
and enjoyment set out in the Lease and.thg Agent's night to com-
pensation set out in Paragraph 6 of the Management Agheement,

proceed fo exencdise Ain nespect of the Lease and the property



coverned thenebg.and zhevduiigé,'qbzﬁgatLQnA,andlﬂidbiﬂizy o4 the
Lessee thereunden alk n@ghtA; privileges and nemedies in said
Lease or by applicable Law permitted or provided 2o be exerncised
by the Debtor, including but not Limited Zo thé night Zo necéiue
and collect all nent and othen moneys due o@'to become due
théneunden'dﬁd may exencise all such rnights and remedies eithen
Ln’the name dﬁ the Secunred Panty on 4in the name of the Debton
for the use and benefit of the Securned Panty. The Securned Party
may sell Zhe neht¢£4 nesenved unden the Lease, and all night,
title and Aintenest of ihe Sécuned Parnty with respect therneto,

at public auction to the highest bidder and elithen fon cash

on on chedit, the Secured Party Zo give the Debtor prion wnitien
notice of the time and place of hotding any such sale, and. pro-
vided always thaz the Secunred Panty 5ha££ also compzy'WLth any
applicable mandatony Legal nequiﬁementa An connection with such
Aaﬂé.

No such taking o4 possession, withdrawal, Lease on sale o0f
the Collateral on any part thereof by the Secured Parnty shall be
a barn Lo Zhe nrecovery by Zhe Sécuned Party grom the Debtor of
cany o4 the Obligations then on Zhereaften due and payable, and
the Debton shall be and remain LiablLe fon the same until 5uéh
sums have been nealized as, with the proceeds of the Lease on

sale o4 the Collateral, shall be sufficient forn Zhe diéchaage
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and pagment in §ull of all the 0bligations.

Any sale on‘AaﬂeA.puhAuant.to.the provisions heneof, whethen
under the power of sale granted herneby on pursuant to any Zegdt
proceedings, shall operate to divest the Debtor of all night,
title, intenest, claim and demaﬁd whatsoeven, either at Law oxr
in equity, of, 4in and to the Collatenal s0 s0ld, and shall be free
~and clean oﬁ-ahy and aZﬁ_n&ghiA o redempiion by, Zthrough or
undern the Debior, zhe Debtqn.heneby covenanting and agreedng
that it willd not at any Lime 4Ainsist upon oh pﬂead; on take the
benefit on advantage of on from, any Law now or hereaftern Ln
gorce providing for a qaﬂuation'on appndiéemént of the Collatenal
prion to any sale orn sales thereog on providing for any night to
rnedeem the Collatenal on any parit thereof. The neceipt by the
Secunred Party, or by any person authorndized undern any judicial
proceeding Zo make any such sale, shatl be a.Aéﬁﬂiciéni-diéchaage
to any purchaser of the Collaternal, orn of any part thereof, so0ld
as afornesadd; and no such purchasexn shall be bound to see to the
application of such purchase money, oxr be béund to inquire as to
ihe authornization, necessity orn propriety o4 any such sale. 1In
the event at any Auéh sale the holdern or holdens of the Note L5
oh are the successful purchasern on purchasens, Auéh holkden on
holdens of said Note shall be entitled, forn the purpose of making

setilement on payment, to use and apply said Note by creditding



thereon the amount appontéandbﬁe.and applicable therneto out of the

net proceeds of such sale.

.................

shall exerncise any 0f ihe.pqwenz confenred upon Lt by Sections
4.01 and 4.01.hemeq6,:a2£ paymenits made by the Debtor to the
Secuned Panty, and Zhe proceeds of any fudgment collected from
the Debtor by the Secured Parnty, and the proceeds of every sale on
Lease by the Secunred Panty qﬁ all on any.oé the Collatenal,
togethen with any othern sums which may then be held by the Secured
Panty under any of- the pnoyibioné heneoﬁg.éhaﬂl*be applied by the
Secuned Parnty to the pagmenz in the following bndén 04 priornity:
(a}) of all proper charges, expenses or advances made or Ancurred
by the Secured Panty in accordance with the provisions of Lhis
Agnaement;band (b} of the interest then due, and 04 the principal
of the Note, whethern on not the Note shall have matured by izs
- tenms, all such payments Lo be in §ull if such proceeds shall be
Auéﬁicieht, and £§ not supficient, then pro rata without prefen-
| ence between principal and interest. 1In the event that, aéien
appﬁying all such sums of money neaﬂiéed by the Secured Panty
as aﬁoneAaid, there shall nemain any amount due %o the Secured
Paniy undern the provisions hereof, zhe Debtor agrees to pay Zhe
amount of such deﬁiciz to the Secuned Pdniy.. In the event that,
agten applying all such sums of money nealized by the Secured

Parnty as aforesadd, therne shall remain a surplus in the possession

- 15 -



of the Secunred Pariy, such sunplus shall be paid to the Debtox.
Section 4.04. 0Obligations Not Afgected by Reme dies. No

netaking a{ possession of the Units by the Secuned Party, on any
withdﬁawaﬂ, Lease on sale thereog, nor any action or gailurne ox
omission to act againsit the Debton on in hespect of the.COZZatenaﬁ
on any part thenrneof on the part of Zhe Sch&éd Party, norn any delay
or dndulgence granted £fo the Debtor by the Secured Parnty, shall
afgect the obﬁigation5-05 Zthe Debton herneunden on unden the Note.

Section 4.05. Remedies Cumulative; Subject to Mandatony

Requirements of Law. The remedies Lin Zhis Agreement provided 4in

gavorn of the Securned Panty shall not-be deemed exclLusive, but
shall be cumulative, and shall be in addition to all othenr
nemedieé in its favon existing at Law on in equily; and such
nemedies 40 provided in this Agreement shalf be subject in all
neapecté to any mandaitory requirements of Kaw dt the time appli-
cable theneto, to the extend such neéuinementé may not be waived

on the part o4 the Debtoxr.

ARTICLE FIVE

CEVENTS OF TERMINATTION

In the event that any Unil shall cease %o be subject to the
Lease from any cause whatsoevern (othen than as provided in Article
111 herneog) gorn a pendiod greaten than thinty consecutive days

(hereinaften catled an "EVENT OF TERMINATION"), Zhe Debtor shatl
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within thinty days aften hrecedipt of notice of such Event of Termina-
tion, deposit with the Secured Panrty aﬁ amount equal to the Tearmina-
tion Value (as heredinaften defined) of such Unit. The Termination
Value of a Unit shakl mean the amount which bears the same ratio

to the oniginal punchaée-pnice'oﬁ such Unit (including the portion
0§ such purchase price paid with proceeds of the Loan) as the
principal amount o4 the Ndze which 448 outstanding on Zhe date

such deposit is made (without giving effect Zo aﬂy prepayment ZLhen
oh thenetogore made) bears to the ondiginal principal amount of Zthe
Note. Any amounts s0 neceiqed by the Secunred Panty shall be applied

as nequined as in the case of a prepayment undern Arnticle 111 hereof.

- ARTICLE SIX

APPLICATION OF RENTALS AND CERTAIN OTHER AMOUNTS

Section 6.01. -Application of Rentals., The amounts grom time
to time hecedved by the Secured Parnty which conbi&tute payment o4
nentals unden the Lease shall be applied in the following order of
priondity: (a) to the payment of the installments of principal o4
and intenest on the Note whichvhaue matured on or prior to the
date such rentals anre neceiued'by the Secuned Parnty; and (b) the -
batance, if any, of such rentals shall be paid to or upon the
onden of the Débton not Latern than the girnst business day gollowing
Lthe necedlpt thereosg.

Section 6.02. 1Insurance Proceeds. Any amounts nreceived by

the Secunred Panty from time to fime which constitute proceeds of

casualty insurance maintained in respect of the Units shall be



held by the Secured Panty as pant of the Collateral and shall be
applied by the Secured Paﬁty from time to time to any one on more
of the following purposes:

(a) So Long as no Event of Default has occurnnred and 48 con-
ténuing, the proceeds of such Linsurance shall, Lf the Unit 45 2o
be nepained, be released to the Agent in nedimbunsement forn ex-
penditures Madg gon such nepdin, upon hecedpt by the Secunred Party
0f a certificate of an authornized officer o4 the Agent to the
efpect that any damage to such Unit Ln_neépccz 04 which such pro-
ceeds were paid has been'ﬁuzzy nepained; and |

(b} 14 the insurance proceeds shall not have begn rneleased
pursuant to the preceding. subsection (a) within 180 days grom the
neceipt theneof by the Secuned Pantg; such Ansunance phroceeds -
shall be applied by the Secunred Party (L) §insit, Lo prepay the
Note, and (ii) second, the balance, if any, shall be neleased to
o upon the ornder of the Debtor on the date of such pnepagment

0§ the Note.

ARTICLE SEVEN

- MISCELLANEOUS

Section 7.01. Power of Attorney. The Debton hereby consti-

tutes and appoints the Secured Panty the attoaney-in-fact of the
Debtor with full powern of substitution for the purposes o4

carhying out the provisions of this Agreement, dnd in Lits name,



place and stead to ask, demand, coﬂteci, hecedve, sue fonr andlgive
acquitance for any and all rents, income and othen sums which are
assigned hereunden with full powen to settle, adjust or compromise
any claim thereunden as fully as ithe Debtor could itself§ do, and
Ln.the dischetion of Zhe Secured Parnty to {iLe.any claim or Ztake
any ofther action, edlthen Ain Liifs own name or Ain the name of Zhe
Debtor or otherwdise, which the Secured Party may deem necessarny

on appndpniaie £o protect and preserve the night, title and
Antenest of the Seéuned.Panty in and to such nents and othen sums

and the secunity intended to be afgorded henreby.

Section-?.ﬂZi Succea&onb.ahd Assigns. Whenever in thdis
Agreement any oﬁlthe paﬁtieb heneto 4s nefenred to, such reference
shall be déemed to include the successors and assigns of such party.
ALL wanhantieé,_covenanzéfand agreements by orn on behalf 0f the
Debtor which ane contained Ln.thLA,Agneemant and the Note shall

bind and inune to the benefit o4 the rnespective successorns and
aégﬁgha 04 thé Secured Party. |

Section 7.03. Modification, Amendment on Wadver. No moddifi-

cation, amendment oh walver of any provision oé'thi@ Agreement, on
consent to any departure by the Debtonr theneénom, shall in any:
event be eééeéiéve QnﬁeAA the same shall be in writing and signed
by the Secured Panty. No notice Zo or demand on Zhe Debtor in
any case shall entitle it to any othen on funther notice orn demand

Ain the same, similan on othen cincumstances. Nedther any failure

- 19 -



Not ang\dekayvon the parnt of the Secured Party 4in exencééing‘any
right, poweﬁ on privilege hereunder shall operate as a waivexr
theneof, non.Ahazﬂ_a single on parnitial exerncise thereof preclude
any othen on fuathen exerncise on the exencise of any other right,
powen an'pnivitgge.

‘Section 7.04. Severability. In the event any one on monre o

the provisions contained in this Agreement should be invalid,
iLlegakl on unengorceable in any respect, the validity, Legality
and enforceability of the nemaining provisions contained hernein

shall not in any way be afgected on impained therneod.

Section'Z.OS. Notices. ALL demands, notices and communica-
tions herneunder shall be in writing and shall conclusively be
deemed to have been recedived by a panty hereto and Zo be effective
on the day on which delivened to such party at its address set
gornth below (on at such othern address as such party shall specify
to the othen parnty by a notice in accordance with the tenms hereof),
on, if sent by Registened Mail, on the thind business day aftern the
date on which mailed, addressed Zo such parnty at such addrness:.

(a) 14 to the Debton, at hiz address set forth next to his
Aignatuﬁe at the foot of this Agreement; and

(b) 14 the Secuned Parnty, at its address

- 20 -



- Witness the due execution hé&eoﬁ the day and yearn §inat

above wrnitten.

Attest:

7 S

Debton:

L Y Cradle

Crediton:

FIRST EASTERN BANK, N.A.

By: ' ao

omas J.| fukgsky

Assistant\Ni -Preéfaa@t




COMMONWEALTH OF PENNSYLVANIA)
) SS:
COUNTY OF LUZERNE )
On this 15th day of May, 1980, before me personally appeared JOHN H,
GRAHAM, to me known to be the person described in and who executed the

foregoing instrument, and he acknowledged that he executed the same as his

free act and deed.

Lol

NOTARY PUBLI
MY COMMISSION EXPIRES ‘OCT, 2, 1983
WILKES-BARRE, LUZERNE COUNTY, PA.



COMMONWEALTH OF PENNSYLVANTA

SS.:
COUNTY OF LUZERNE
On this, the 15th  day of May | , 1980, befonre
me pensonally appeared Thomas J. Zukosky o » o me

personally known, who, being by me duly sworn, says that he £is the

Assistant Vice President 04 First Eastern Bank, N.A.

, that the seal affixed to the foregoing Ainstrument
is the corporate seal of sadid corporation, that said instrument was .
signed and seafed on behalf of sadid corporation by authority of its
Board of Dinecions and he acknowﬂedged Lthat Zhe execution of the

foregoing Lnstrument was the free act and deed of said corporaztion.

e 7). Al

DONNA M. OLEX, Notary Public

Wilkes-Barre, Luzerne County, Pa. _
My Commission Expires Oct. 29, 1983



SCHEDULE "A"

NUMBER OF REPORTING
CARS MARKS DATE
John Graham 4 5157 11/1/79
405 Orchard West :
Newberry Estates 5158 11/1/79
Dallas, Pennsylvania 18612
5159 11/1/79
5160 10/31/79

Being four 5, 344 cubic foot capacity, 70-ton truck, 50'6"

XM general purpose unequipped boxcars.

Reporting marks and serial numbers: LVRC 5157-5160, inclusive.




Lessee

Lamoitle Vatley Railroad

- SCHEDULE "B"

Date dﬁ Lease Agneement
with Rex Railways, Inc.

a8 Agent gor Lessons

Juky 24, 1979



